Financing the common agricultural policy and the Community's own resources. Newsletter on the Common Agricultural Policy No. 5/70, May 1970 by unknown
\ 
\ 
\ 
No.  5 
I. 
II. 
III. 
IV. 
FINANCING  THE  COMMON  AGRICULTURAL  POLICY 
AND  THE  COMHUNITY'S  OWN  RESOURCES 
Introduction 
Interim period:  1970-1974 
Definitive  arrangements 
The  European  Parliament 
Statistical annex 
13428/X/70-E 
May  1970 
Page 
2 
4 
8 
9 
13 
Published by  the Division for  Agricultural  Information  in  collaboration  with  the  Directorate-General 
for  Agriculture of the  European  Communities Commission- 129, rue  Stevin,  Brussels 4 - 2  -
_)  Introduction 
At  about  7  a.m.  on  7 February 1970  the  Council  reached  final 
agreement  as  to  the  regulation  on  the  completion  of the  Community, 
/  that is to  say,  on  financing  the  agricultural  common  market. 
\ 
_  ..  /~ 
This  stage  began  at  the  Hague  Summit  Conference  of 1  and  2 
December  1969,  which  ended  the  twelve  years'  transitional period. 
The  follo'iJing  ste.tement  occurs  in point  5  of the  communique  · 
issued after this Conference: 
; 1As  regards  the  completion  of the  Communi ties,  the  Heads  of 
State  or Government  have  reaffirmed the  will of their Governments 
to pass  from  the  transitional period  to  the  final  sta~e of the 
European  Community  and,  accordingly,  to  lay  down  a  definitive 
financial  arfangement  for  the  common  agricultural policy by  the 
end  of 1969.-
11They  etgree  to  replace  gradually,  within  the  framework  of this 
financial  arrangement,  the  contribucions  of member  countries by  the 
Community's  ovm  resources,  taking into account all the  interests 
concerned,  with  the  object  of achieving in  due  course  the  integral 
financing  of the  Communities'  budgets  in accordance  with  the  })ro-
cedure  provided  for  in  Article  201  of the Treaty establishing the 
EEC •••  r;· 
The  Council  followed  up  the  new  start made  at The  Hague  with  a 
marathon  sitting lasting  five  days  and  two  nights,  and  on  22  December 
1969  rGached  agreeme:1.t  on  the  new  system  v1hich  is to  culminate  in the 
introduction,  on  l  January 1975,  of  a  federal  budget  financed  by 
federal revenues,  freeing  the  Community  from  the  vagaries  of State 
contributions. 
1  See  also Newsletter  on  the  Common  Agricultural Policy No.  6, 
August  1966. ..,  3  .. 
On  21  April 1970,  the  Council  finally  adopted  the  regul&tions, 
decisions  and  resolutjons  on  the  financing  of the  common  agricultural 
policy  and  tha  replacing of the  Member  States'  financial contri-
butions by  tho  Com~unities'  own  resources.l 
1  (a)  Regulation  (EBC)  No.  728/70  laying  down  additional provisions 
fer  the  financing  of  the  c0mmon  agricultural policy; 
(b)  Regulution  (:C:CC)  IJo.  729/70  on  the  finc._ncing  of the  co:nmon 
agricultural market; 
(c)  Decision No.  70/243/ECSC,ESC,~AAC on  the  replacing of the 
fieDbcr  States  1  finJ.ncic:.l  co~tributions by the  Comrmni ties' 
own  resources; 
(d)  Decision No.  70/24L~/ECSC,EEC,EAAC on  multiannual  financial 
estimates. 
The  above  two  regulations  and  hio  decisions  were  publisheG. 
in the official gazette  of the  European  Communities  No.  L  94, 
28  April 1970. 
(e)  Resolution  on  the  better i:tWl&gcmcnt  of :J.gricultu.ral  me_rkets; 
(f)  Resolution  on  financing:  1:1>:>oblems  arising out  of the  transition 
from  the  system  of reimbursement  to  the  system of direct 
financing. 
These  two  resolutions  were  published in official gazette 
No.  C  50,  28  April  1970e ··- 4 ·-
I.  Interim ~riod:  1970-1974 
The  definitive  arrangements  are  to  come  into  force  gradually over 
an  interim period lasting  from  1970  to  the  end  of 1974. 
The  regulations  on  agricultural  financing  came  into  force  three 
days  after they  hnd  been  published in the  official gazette.  But  the 
decision  on  own  resources  merely  obliges  the  Member  States to  adopt 
its provisions  in accordance  with their constitutional rules.  In 
other words,  the  legislatures of the  six countries have  to ratify the 
undertaking  whereby  the  revenues  concerned will accrue  directly to 
the  Community  instead of  flowing  into their national exchequers. 
This  change  will obviously  create  problems  for  the national exchequers, 
and  so  the  interim period has  been introduced  to  soften tha  financial 
blow. 
The  fact  remains  that  the  n.:ctional  Parliaments will have  to 
ratif:r the  arra.ngements  by  the  end  of 19701  if the  new  financing 
machinery  i3  to  be  phased  in  from  1  January 1971  and  the  Communities 
are  to  h-~·.ve,  on  1  January  1975,  a  budget  0ntirely financed  from  their 
own  resources. 
Apart  from  the substantial proportion going  to agriculture 
($3  000  rJillion),  revenue  has ·to  cover  expend.iture  in the  following 
fielcs:  the  operating expenses  of the  Social Fund  ($33.4 million in 
1969);  food  aid  ($16.4 million);  the Euratom  research programme 
(currently running at  ~~138. 8  million);  training  and  scholarships, 
toc;ether  with agricultural test  fields  ($2  million);  joint  actminis-
trative expenditure  of the  Community  apparatus  ($18  million);  the 
costs of  the  European  Parliament  ($9.6  million),  the Council  ($8.5), 
t~e Court  of Justice  ($2.1),  the  Economic  and  Social Committee 
($1.9),  nnd  the  Audit  Committee  ($400  000). 
ECSC  operating expenditure  is not  covered  by  the  new  arrangementst 
since it is already  financed  from  this  Community's  own  resources  - the 
proceeds  of a  levy  (currently 0.3%)  on  co2l  and steel production. 
Nor  'Nill  the  CoE1mi.mi ty budget  include  development  aid,  since  this 
is granted under  association  agreements  and is mostly  fixed  for  a 
period of  five  years. 
Regulation No.  728/70 ma.inlylays  down  the  arrangements  for  the 
1970  transitional year.  This  is important  bec~use the  new  budget 
scale  in it is  tho  b.:>.sis  for  e.ny  futu1'e  adjustments  to  the  apportion-
ment  of costs. 
1  The  French Parliament  has  already uone  this,  with 
effect  from  24  June  1970. - 5  -
In  the  1970 nccountine period,  the  total expenditure  of the  ~ 
European  Agricultural Guidance  and  Guarantee  Fund  (EAGGF)  will be 
covered  by  Nember  States'  financial contributions  according  to  the 
folloning  scale: 
Belgium 
Germany 
France 
Italy 
Luxembourg 
Netherlands 
8.25 
31.70 
28.00 
21.50 
0.20 
10.35. 
HOi',rever,  before  1  October  1970  the  Hcmber  States  must  subrait  an 
application  for  a  payment  towards  the  ex~Jendi  ture  which  they 1Nill 
incur in  the  first ho..lf  of 19?1  and  which  is eligible  for  refund. 
Before  1  April  1971  they  must  ma.ke  another  such application,  for  the 
second half of 1971.  Finally,  before  1  August  1971  they  have  to 
submit  a  supplementary  application to  cover expenditure  incurred 
throughout  the  whole year. 
This  arrangement  thus  replaces  the  ~ixed system  of recent  years, 
under  which  the  Member  States  met  the  ~AGGF's expenditure  by  paying 
over  directly  n  sum  equal  to  90~~ of  the  levies  on  agricultural 
products  and  made  supplementary contributions,  according  to  a  fixed 
scale  of  apportionment,  to  cover  the  balance.  Agricultural levies 
will be  completely transferred to  the  Community  as  from  1  January 
1971,  but  will  be  used  for  all common  financing  and not  just  for  the 
EAGGF.  The  Community  is to  refund  10?:;  to  cover  the  costs of the 
national bodies. 
The  new  system is  a  logical development  of  the  old  one,  except 
that  from  1971  funds  will  be  pr0vided  directly by  the  Co~munity 
instead of previous expenditure  be~ng refunded  through  the  Memb6r 
States.  In  future,  the  ~8AGGJT will have  to  put  funds  at  the  dispo'sal 
of the  Hember  3tates for  the  a.dvc.mce  payment  of the  operating costs, 
and  of  CXpendi ture  on  1'0 funds  for  eX})OI'tS  to  nc-n-mc:nber  countries  and 
on  intervention to stabilize  the  agricultural murkets.  The  Member 
States,  for their part,  will have  to  authorize  specific services  .omd 
agencies  to  make  tha  expenditure  in question. 
The  new  financing  system transfers to  the ·Co~ounity the  financial 
liability for  losses arising  from  errors or  fraudulent  practices in 
the  course  of the  aforementioned  operations,  so it is not  surprising 
that  the  regulation  on  the  finc-;.ncing  of the  common  agricultural market 
authorizes the  Commission  to  ~atch over  the  executive  agencies in 
question.l  To  ensure  its effectiveness,  this  ..;  admittedly J20St 
1  Regulation No.  729/70,  Articles  1}  and 5. - 6  -
facto  - supervisory power  is therefore  very extensive,  and  includes 
t:il'efollowing elements: 
(a)  A formal  control regarding  the  designation  and,  where  approp~iate, 
the_ statutes of the  relevant national agencies; 
(b)  Recapitulatory accounts  and  reports  relating to  expenditure 
financed  by  the  EAGGF  must  be  drawn  up  at  least  once  a  year  and 
submitted as  supporting  documents; 
(c)  Furthermore,  when  the  annual  accounts are  established,  the 
executive  agencies  must  declare  to  the  Commission  their cash 
position and  estimates of financial  requirements;  ·only then 
will  advance  payments  - which  are  supplemented by  further  payments 
in  the  course  of the  year  - be  granted  to  cover  expenditure. 
This  means. that  the  national servicea must  possess  efficient 
administrative  machinery  for  dealing with this matter  - which  has not 
always  been  the  case  in tha  past,  owing  to  the  fact  that  the  old 
EAGGF  was  merely  a  cl\::arance  body. 
The  power  conferred  on  the  Commission  to  check  and verify matters 
on  the  spot,  and  even  call in experts  from  other Member  States  for this 
purpose,  is undoubtedly  something  new  in  an  international orgnnizntion.l 
i  J 
The  Commission itself is to  submit  an  annual  report  to  the  Council 
nnd  the  P~rliament. 
The  interim period is therefore  to  ensure  a  gradual transition 
from  the  present  refunding of previous  expenditure  to  financing  by  the 
Community.  The  resolution  on  financing  problems  arising out  of the 
tr~nsition from  the  system  of reimbursement  to  the  system  of direct 
finc.ncing  lays  donn  a  sort of winding-up  schedule  for  the  operations 
to  be  cleared,  so  that everything will be  paid by  1974. 
As  from  1  January 1971,  the  Communities  are  thus  to  be  allocated 
their own  resources  to  keep  the  budget  in balance. 
'.'!hat  nrc  these·  sources  of revenue? 
1.  Agricultural levies:  i.e.  levies,  countervailing charges,  su~ple­
montary  amounts,  etc.,  on  agricultural products  imported  from 
non-iilelilber  countri·::JS,  plus  contributions  from  the  sugar sector 
(production levies). 
2.  Customs  duties:  As  from  1  January  1971  the  proceeds  from  customs 
duties  on  industrial goods  arG  to  be  made  over gradually to  the 
Community  budget. 
1  Regulation  No.  729/70,  Article 9. ..  7 -
The  residtE:.l  finnncio.l  contributions  -::1.re  to  be  t'.pportionod  CJnong 
the  Member  Stutes in accordance  with  o.  fixed scale: 
Belgium 
Germnny 
Fr.:mce 
Ito.ly 
Luxembourg 
t~Gthcrl.".nds 
6.8 
32.9 
32.6 
20.2 
0.2 
7.3. 
These  fin::mcir..l  contributions  nrc  c:::.dded  to  the  11roference  amount" 
to  give  the  sum finally handed  over  by  the  Member  Sto.tes.  The  refer-
once  amount  consists  of the  ~griculturo.l levies  supplemented  by  the 
customs  duties.  If the  difference  between  the  o.griculturnl levies 
[•nd  the  reference  nmount  is nego.tive,  the  Nor,lber  .Sto..t<Js  need not  mdce 
over  c:.ny  customs  duties. 
The  tr·msfer of customs  duties is to  to.ke  plr!.ce  by  stllges,  so  ::1.s 
to  soften its fin::ncia.l  impnct. 
In 1971  the  reference  a.mount  will be  50%  of the  toto.l  of a.gri-
cul  turr:l levies  a.nd  customs  duties  charged  by  ench  Ivlember  .Stc:te.  The 
r:mount  will  incrcr:.:3e  by  12.50 percento.ge  :9oints  per year,.  .  So  in 
1S'72  it wiJ.l  be  62.50?0,  in 1973  757;,  in  1974  87.5crS  o.nd  from  1  Jonunry  ~~ 
1975  onv:o.rds  100;~.  ..JI 
It rw.y  be  ~.dded.  tho.t  there  cnn  be  n.nnunl  chnnges,  during  the 
interim period,  in  the  sh~re of Community  revenue  made  over  by each 
Nomber  St2te. 
Article 3  of Decision No.  70/243  limits these  changes"  It spec-
ifies th,..,t  the  :mnuo.l  VC'..rio.tion  is not  to  exceed  1%  upwards  or  1.590 
dovmwo.rds  o..s  compo.red  with  the  preceding  yoo..r.  If the  contribution 
of  o.  I:lember  St.::.te  rises :::bove  the  ce5_ling,  th~ surplus is to  be 
apportioned  D.i:Jong  the  othc:r  I-fembor  Str.tcs  in  nccorcL:.ncc  rd  th the 
aforementioned scale.  On  tho  otl1er  h~md,  should  the  contribution of 
one  or  more  Member  States lend  to  n  budget  deficit,  such deficit is 
to  be  apportioned  nmong  the  other Member  States  - ngnin  in  eccordo.nce 
with  the  sc.::.le. .. ) 
y 
'~)  ..... 
.  w~-.--, --,  . 
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As  from  1 January  1975)  the  Community  will finance  its budget 
entirely from its own  resources.  We  have  already  seen that  agricultural 
levies  and  customs  duties  constitute  the  main  sources of revenue  in the 
interim period.  From  19?5  a  third source will  be  added  - up  to  a  maximum 
of  1%  of the  income  from  the  value·-added  tax  (VAT).  Why  this particular 
tax?  Two  crucial  facts  argued  for  incorporation.of the  VAT  in the 
Community  budget  system: 
1.  In the  final analysis,  the  gross  national product is best.  expressed 
in terms  of the  value  added.  Furthermore,  accounting  for  customs  duties 
in isolation is  a  fairly difficult  matter,  especially if we  consider how 
a  product  can travel and  change  from  the  moment  when  it is imported into 
the  Community.  For  instance,  an  item  can  be  imported into  the  Netherlands, 
processed  in Germany  and  finally offered to  the  consumer  in Italy or France. 
The  role  played in the  production proceP-s  by  the  VAT  is clearly of great 
relevance  to  a  fair  apportionment  of the  Member  States'  contributions; 
2.  The  VAT  will",  for  all 
in the  Community  - that is 
States  on  1 January  1975. 
the  other  two  contingencies 
practical purposes,  be  the  first harmonized tax 
to  say,  if it is in  force  in all the  Member 
Article  4  of Decision  No.  70/24  3  prov~des for 
if it is n.ot. 
(a)  If the  VAT  is in  force  on  this  date  in three  or mo:·e  Member  States, 
the  financial  contribution  from  ~....£h_~the gther  Member_M..aka will 
be  based  on  the ratio  between its gross  national product  and  the 
aggregate  gross national product of all the  Member  States. 
(b)  If the  VAT  is still not  in force  in three  or  more  Member  States on 
1  January  1975,  the  financial .contribution of  each Member  State  to 
the  Community's  budget  will  be  proportional to-the ratio  between 
its gross  national  product  and  the  aggregate  gross  national product 
of all the  Member  States. 
For this purpose  the  gross national  product  is calculated at  market 
prices,  in other  words  including cost-increasing taxes. 
However,  total receipts  from  VAT  for  the  Comnm:1.ity  budget  may  not 
exceed  1%  0f this tax.  The  actual percentage will be  determined 
in the  budget  procedure.  In  the  interim period,  the  main  purpose 
of  contributions  from  customs  duties is  to  offset  the  annual  · 
variation  and if possible  to  :::o:rrect  i"b.  Thereafter,  the. VAT 
percentage  will take  over  this. function.  How.ever,  the  annual· 
variation in the  share  of  each  Member  State is not to  exceed  2% 
·upwards  or  downwards  as  compared  with the  preceding year.  If 
this percentage is exceeded,  the  variation will be  reduced to 2% 
• • o/ • • • - 9  -
by  financial  compensation  between  the  Member  States concerned, 
according  to  the  share  of  each  Member  State  in  the  revenue  accruing 
from  the  value-added  tax  and,  if necessary,  in the.revenue  accruing 
from  the  agricultural levies  and  customs  duties. 
Furthermore,  the  revenues  will be  used  without  distinction for  all 
budget  i terns.  Any  surplus in a  budget  year  will. be  carried  forvJard 
to  the following  yea-r.  In order to  allo-.~  for  the  expenditure 
prospects  over  severa.l  years  1  Council  Decision No.  70/244 provides 
that,  each year,  the  Commi.::sion,  after consulting the  Budget  Poli.cy 
Committee,  is to.draft  fi~an~ial estimates  for  the  following  three 
budget  years.  These  estimates,  broken  dowri.by  categories of 
expenditure,  are  thus  to  indicate  what  the  financial  implications 
of  the  regulations,  decisions  and  proposals  will  be  for  the  Community. 
And  each  year  the  Council  will see,  in  the  light  of  a  Commission  report, 
whether  these  estimates  are  in line  with  actual  developments.  The 
attempt  to  provide  for  expenditure  by  categori~s is bound  to  result 
in better understanding  of  an;y  substantial excess  of  expenditure 
over  the  estimates,  and  thuR  give  an  efficacious  indication of the 
scope  for  appropriate  Community  measures. 
It has  thus  been decided  to  ensure  a  gradual  changeover to  the 
Community's  own  resources till ~he end  of  1977  by  allowing  an 
annual variation of up  to  2?6.  ·  But  from  1978  onwards  there  will 
no  longer  be  a  minimum  or  maximum  for  the  Member  States'  contributions  . 
.After this date,  the  system  must  ensure  a  Community  budget  in which 
expenditure is fully  covered by  revenue. 
The  next  step now  has to  be  taken by  the  national Parliaments,  which 
haYe  to  vest  some  of their powers  in the  Community  by  ratifying the 
decision  on  substitution of  the  Community's  own  resources  for  the 
Member  States'  financial  contributions. 
The  decision  o~ the  covering  of expenditure  from  the  Community's 
o·\vn  resources  1  signifying a  cross-frontier unification of  economic  powers 
in the  Community, immeclio.tely  raises  the  problem  of the  national Parliaments' 
inability to  exercise  effective  control.  The  fact  that  some  of the  national 
Parliaments'  powers  c:.re  to  be  transferred to  the  Communities  renders  the 
problem all the  more  pressing. 
~'his democratic  control  cannot  just disappear  when  the  decision is 
re.tified  by  the  national Parliaments  and  comes  into effect.  Article  5 
of  the  Hague  Summit  Conference  commnnique  states .that  the  Govern;nents 
intend to  complete  the  ''financing - .own  resources  - European Farliament' s 
powers"  triangle  by: 
8  ••  /  ••• 
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( 1)  Strengthening  the  budgetary powers  of the  European Pnrliarnent; 
(2)  Studying procedures  for  direct  eledtions - the  only way  of 
safeguarding  the  interests  of· the  Community  citizens. 
\ 
For  while  the  national minister is accountable  to his  own  parliament 
for  his part in  Council  decisions,  this means little in practice since  a 
prior control  - parliamentary mandates, for  instance ·- would  deprive  the 
minister in question of  any  room  for  manoeuvre  and  would  thus paralyse 
the  whole  Council. 
The  Commission,  as  the  representative  of  the  Community's  interests, 
is acco.untable  to  the  European Parliament  and  to no  other  body. 
Firstly,  the Treaties  of  Rome  and Paris specify that  the  Commission 
must  expressly refer its major proposals to  the European Parliament  before 
submitting  them  to  the  Council • 
.  Secondly,  the  members  of the  European Parliament  can put written 
questions  to  the  Commission  and  the  Council.  The  Parliament has  made 
increasing use  of  a  more  flexible  instrument,  namely,  oral questions  -
with  or  without  debate  - in its plenary  sessions of recent  years.  (In 
principle,  the  Parliament  only holds  six one-week  ordinary sessions  each 
year;  a  few  short extraordinary sessions  may  be  held in addition.) 
Although  these  basic  possibilities are  open  to  the  European  Farliament, 
ther.e  i.s. clf.lar,ly  no. effective  control over  the  Community's  financial 
decisions.  ·  The  increa.se  in  the  Communi ties'  powers  has  therefore made 
it necessary to  extehd the  Parl~ament's budgetary powers. 
The. List_!~ 
On  22  Dece.mber  1969,  the  Council  adopted  a  resolution giving  the 
·.  European  Parliam~nt the  right  to  take  the  final decision  on  the  Communities' 
·budget. 
On  7  Februe.ry  1970  the  Council  confirmed· the  text of this resolution 
on  the  budgetary proced.ure. 
· The  right  granted ·to the  Parliam8nt,  in the  transitional years,  to 
propo'se  amendments  which  the  Coun-cil  can  only  approve  by  at least  a 
qualified majority vote,  \':as  extended-for  the  1971-1975 period by  the 
provision that if the  amendments  introduced  by  the  Parliament  do  not 
involve  an increase  in the total expenditure,  the  Council will not  be 
able  to  reject  them  except  by  at least  a  qualified majority vote. 
.  •: 
' A point 'or· prime  importcince  is that  from  1970  onwards  the  European 
Parliament  can  determine  its·own  administrative  budget.  The  Parliament 
exercis8d this right  for  the  first  time  on  8  July  1970  when it adopted -
completely  independently  and·without  the slightest difficulty- the  estimate 
of revenue  and  expenditure  for  the  ·1971  budget  year. 
. .....  ; .... - 11  -
The  budgetary powers  of  the  Parliament  are  to  be  increased  from 
1 January  1975.  The  budget  will then  be  adopted  in four stages,  mainly 
involving its 2mendment  and passage  backw~rds and  forwards  between  the 
Council  and  tha  Parliament.  The  procedure is as  follows: 
Ei~si £t~g~:  the  Council,  on  the  basis of  a  preliminary draft  submitted 
by the  Commission,  draws  up  a  draft  budget  and  communicates it to  the 
European Farliament. 
This  draft  contains: 
( ~)  an  estimc.te  of  expenditure; 
(b)  an  estimat0  of revenue,  an  importn.nt  component  being the  propo.sal 
on  the  rate  of  VAT  to  be  apportioned  to  the  Community's  budget. 
(We  have  seen that this  may  not  exceed  1%,  with  the  necessary 
adjustment  for  the  relevant  annual  variation - which  c2~ be  up 
to  2%  till 1978.) 
§e£O£d_siase:  the  European  Parliament  may  amend  this draft by  a  majority 
vote  of its members. 
!hir£ £t~g~:  tho  Council,  ~cting by  a  qualified majority vote,  may  modify 
the  amE:ndments  brought  by  the  European  Farl.;.au;ent,  but  must  then refer  the 
draft back  to  the  Parliament.  ~ 
\0.ifJ1 
!_o~_rih_sia,ge:  the  European  Parliament,  acting through the  majority of its 
members  and  subj0ct  to  thr~e  fifths of the vot.es  cu.st being :in  :lhvour1  mny  change 
the  Council's modifications;  it then  adopts  the  budget._ 
A qualification bas  to  be  made, however.  About  96.5%  of budget 
expenditure  results  from  the  Treaties or  Community  regulations,  tb;::.t  is 
to  say,  from  legal provisions.  On  22  April  1970  the  Council took the  . 
standpoint that it has  sole responsibility for this mandatory  expenditure, 
by  amending paragraph  4  of  Article  203  of  the  EEC  Tre2ty,  Article  177  of 
the Eur2tom Treaty 2nd  Article 78  of the  ECSC  Trenty to  read  Qs·follows: 
11The  Assembly  1  shall  be  entitled 'to  amend'  the  draft  budget  by 
a  majority vote  of its members  and  to·propose  to  the  Council, 
by  an  absolute  majority  of  the  votes cast,  amendments  thereto 
concerning  expenditure  mnnd&tory under  the Treaty or ded.sions 
c.dopted  in pursuance  thereof." 
Paragraph 5  continues: 
"After having referred this dr2.ft  budget to  the  Commission  and, 
where  appropriate,  to  the  other institutions concerned,  the  Council, 
acting by  a  qualified majority vote,  may  modify  any  of the  amendments 
adopted  by  the  Assembly  and  take  a  deci'sion by  the  same  majority on 
amendments  proposed  by  the  Assembly." 
1  i.e.  the  European Parliament.  .  ..  / ... ,,  , 
From  this it follows  that the Parliament  has  no  power  to  do  more 
than note  that it has .found  no  hearing in the  Council  and  that it can 
exert  no  influence  on  the  great bulk of this  Community  expenditure. 
Furthermore,  the  Parliament  has  no  certainty at all as  to  what  action 
will be  taken  on  the Opinions it renders  during  the  decision-making 
process, .since it has  no  power  to  pass  laws  nor  any. say in lawmaking. 
The Parliament  does  posseGs  independent  powers  for  the 
approximately  3.5%  of  the  budget  made  up  of non-mandatory  expenditure, 
that is to  say,  expenditure  other than  that  pursuant  to  Community  law. 
There  ~e, however,  certain limits to  this independence.  · 
Each  year  the  Commission  submits  the  preliminary draft budget 
to  th~  Council  by  1  September  at  the latest.  And  each  year,  two 
months  before  the  budgetary procedure  begins,  the  percentage  increase 
in relation to  the  previous  ye3.r  of expenditure  other than that  mandatory 
und.er  Community  legislation is  est:::l_blished  with  due  allowance  for: 
(a)  the  development  of  the  gro9s  national product  by  volume  in 
the  Community; 
(b)  the  mean  variation in the  budgets  of the  Member  States  and  the 
trend  in  the  cost  of  living  during the  previous  financial  year. 
If tne  draft  budget  adopted  by  the  Council  alreo.dy  involves  an 
increase  in this expenditure  of  more  than half  the  maximum  percentage, 
the  European' Parliament  can  still ex.ercise its right  o.f  amendment  to 
increa.se  this expenditure  by up .to  half the  maximum  rate.  In exceptional 
cases  another percentage  can  be  fixed if the  Parliament,  the  Council or 
the  Commission  ccnsiders that  the  Communities'  activities require the 
maximum  rate  to  be  exceeded.  But  this must  be  done  by  agreement  between 
the  Council  and  the Parliament.  The  Council  takes  the  decision,  by  a 
qualified majority vote,  and  the  Parliament  ratifies it, through  a  vote 
by  the  majority of its members  and  subject  to  three  fifths of the  votes 
cast  being in favour  of  the  Council's  decision. 
As  stated by  the  Chairman of the' European Parliament's  Committee 
for  Finance  and  Budgets  in the resolution of  11  March  1970, .the  right 
to  the  last word  is "purely platonic  and.dgvoid of any real efficacy11 • 
Unless  the  FG.rliament  has  the  power  to  reject  the  budget iri !.<21£,  in order 
to  elicit new  budget  proposals,  there is no  point  in its pronouncing, 
either favourably  or otherwise,  on  the  application of  the  Community's 
own  resourcese 
The  Council meeting  in question  v1as  preceded  by  an  important  exchange 
of letters between  the  President  of  the  European  Parliament,  the  Ministers 
of  Foreign Affairs  and  the  President of the  Commission  of the  European 
Communities.  The  Commission  has  informed  the  Council  that,  once  all 
Member  St
1ates  have  ratified the  amendments  to  the  budget  provisions  and 
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within  two  years,  it intends  to  submit  proposals  for  consideration by 
the  Council in the  light  of  the  debates  in the  Member  Stntes'  Parliaments. 
So  within  two  years  the  Conmission  is to  submit  to  the  Council  new  proposals 
for  defining the  "last word". 
Direct  elections 
--~-------~ 
At  national  level the  budget  represents  the  agreement  between the 
governors  and  the  g0verned  on  the  financial  sacrifice  needed  for  running 
publi6  affairs,  and if this sacrifice is to  be  given  the  force  of  la~ 
it must  be  confirmed  by  the  Parliament. 
The  autho:rs  of the  Rome  and Paris Treaties  were  certainly guided  by 
this principle  when  they  drafted paragraph 3  of EEC  Treaty Article  138, 
ECSC  Treaty Article  21  and  Euratom  Treaty  Article  108.  In  the  EEC  Treaty 
this article  says:  nThe  Assembly  shall dre.w  up  proposals  for  elections 
by  direct universal suffrage  in accordance  with  a  uniform  procedure  in 
all Jvjember  States.  11 
In  September  1969  the  Secretariat  of the  Directorate-Gener~l for 
Parli."'tmentary  Dccumentation  and  Information issued  a  set  of  documents 
listing the  European Parliament's endeavcurs  to  implement  paragraph  3. 
Solutions  are  even being sought  at national level.  For  insto..nce, 
Hr  T.  1desterterp recently tabled  a  pri'mte  member's bill in the  Netherlands 
Parliament  introducing direct elections  - to  coincide  with the  national 
general  elections  - for  the  Dutch  delegates of  the  European  Parliament. 
At  the  moment,  however,  all members  of  the  European Parli.3.ment  are 
still delegates  from  the  national Parliaments. 
As  already  stat:;d,  introduction of the  Communities'  own  budget  on 
1  January  1975  depends  on  ratification by  the  national Parliaments of the 
decision  on  own  resourc~s.  If the  Council is to  define its position 
regarding the  European Parliament's budgetary powers  within  two  years, 
on  a  Commission proposal 1  then it has  gradually  become  clear thc.t  real 
and  efficient democratic  control  of  Commur-ity  funds  p~esupposes .genuine 
representation of  Community  citizens at  Commtinity  level. 
Apart  from  a  few  minor  changes,  the  following  figurc:s  are  taken 
over  ;_:w  they  stand  from  the  collection of documents  on  the  own  resources 
of  the  European  Communities  and  the  budgetc  .. ry powers  of  the  Em.'opcan 
Pe.rlio.ment  issued  by  the  Secretarj_at  of the  Directorate-General  for 
Parliamentary Documentation  and  Information. 
The  first  three  tables  give  the  approximate  magnitudes  of Community 
expenditure  in 1971,  1972  and  1973,  and  the  sources  of revenue • 
•  •  •  /  ~  0  • k 
;n, 
'  . 
' 
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Table  IV  provides  an  approximate  estimate  of  the  total sum  which 
will  gradually accrue  to  the  Community  from  customs  duties. 
The  remaining tables  show  the  past pattern. - 15  - 13428/X/70-E 
I.  Q.uk'!.lation  of th9  short fell which  \'>'ill  ha.ye  to be 
covered  by contributions  from  the  Member  States 
i971 
i 
I  'i'oto.l 
l 
1---·--
l Revenues: 
expenditure  ~ 
I 
3  28S  L:-37 
-----~·  ! 
n  r- J Levies,  incl.  'contribution:s 
j  . 
l  from  sugar sector 
I 
Common  Customs 'i'nriff 
ECSC  contribution 
Other  Commission  revenues 
ll'1eraber  Sto..tes  1  contributions 
l  Percentage  of totnl 
,  exnenditure 
'  ~ 
j----·----- ,....-·-· 
ii = 
I  If the  Homorandum  on  the 
Plnn)  is not  implemented. 
= If the  HcriJornndUl~l  on  tho 
= Looest  possible yield. 
'  I II 
'  !n 
I  850  000  950  000 
1  067  000  1  067  000 
iS  000  lS  000 
10  588  10 588 
!  642  849  592  849 
~  30.1921% ~7  .1512?6 
R0form  of Agriculture 
Reform  of Agriculture 
( '000  u. a..) 
'· 
I 
II 
I  3  703  437 
. 
[ 
D.  b  --
S50  000  950  000 
1  067  000  1  067  000 
18  000  18  000 
10  588  10  588 
1  057  849  957  849 
l 38. 0147?6  35.:3llr29~ 
I  --
in  the  EEC  (i.e.  Ho.nsholt 
in the  :SEC  is impler:1cnted. 
I 
I  - Eizhest  possible  yield.  . i b 
'--~----
____  :! 
II.  Qo.lculntiQ.J:2....£.t:  the  short  fnll.J:Wich  wiJ-.1  h-1YSJ...19-12~ 
covered  by  contributions  f!2!E._!_!!..£_Liember  States 
1972 
( '000 u. n.) 
------ -·--·-----------=----
':)  \  _, ___  I 
Total expenditure 
Revenues: 
Levies,  incl.  contributions 
from  sug~r sector 
Comm6n  Cuctoms Tnriff 
ECSC  contribution 
Other Comoission  revenues 
Nember  StC'.tes'  contributions 
Percentage  of total 
expenditure 
I  = If the  Nemornndur.J  on  the 
Plc.n)  is not  iraplemcntecL 
II = If the  Heraornndum  on  the 
a  =  Lovrest  possible yield. 
b  = Highest possible yield. 
I  1  II 
~-~--1.'!-3_._5_62_j_7_8._o_b_~27 780  b 
r  I 
i 
I  Sob  ooo 
. 1  200  000 
I 
18  000 
11 515 
~S3  26~ 
133.2118% 
Reform  of 
Reform  of 
Agriculture 
Agriculture 
in tho  EEC  (Le.  Hansholt 
in the  EEC  is implemented. III. 
Total  expc 
r-·----
1 Revenuec: 
Levies,  incl. 
from  sugc.r  s 
Common  Customs 
ECSC  contribut 
I 
Other  Commissi 
Member  Sto.tcs' 
Percentage  of 
expenditure 
I 
II 
= 
= 
If the  He 
Plan)  is 
If the  He 
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Calculc~ti  on  of the  sho!~  fcJ-1---':!hi~h_will  ha_yg_to  be, 
covered  by  contributions  f£.£1~1  the  Ner:1ber  Str1t0s 
1973 
(  1000  u.  Ct.) 
-T 
.•  - ·--,  I  II 
nditure  3  838  558  4  153  558 
D.  b  D.  b 
I 
contributions 
ector  750  000  900  000  750  000  900  000 
Tc.riff  1  650  000  1  650  000  1  650  000  1  650  000 
ion  18  000  18  000  18  000  18  000 
on  revenues  12  530  12  530  12  530  12  530 
contributions  1  058  028  908  028  1  373  028  1  223  028 
f-.·---- -----·  -- total 
27.5632%  23.6554-%  33.0567%  29.445396 
.. ...l  _____ .._  __ ..  __ 
r;orc:.ndum  on  the  Reform  of Agriculture  in the  EEC  (Le.  Hc:.nsholt 
not  implemented. 
morandum  on  the  Refor:o  of J\r'ricul  ture  u  in  the  EEC  is  im  p le::nented. 
a  = 
b  = 
Lowest  possible  yield. 
Highest  possible yield.  __ _j  -------
IV. 
( 
1000  u~a.) 
-w-=~w--r=-.  ,1973 
1  6oo  ooo  ~  Goo  ooo  1  650  ooo 
---
l 
1970 
- .. ·-------·-------"  ----· 
Total EEC  1  600  000 ' 
' l
! 
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V.  Eevenues  from  customs  duties  collected in the  Member  States  (CCT) 
( '000 u.a.) 
-
Member 
1968  I  19'69  (first half) 
State  - -----
CCT  %  CCT  ~6 
Belgi~m  161  510  9.44  77  880  9.57 
Germ.:.my- - "  .599  780  35.06  322  180  39.61 
France  421 . 900  24.66  192  420  23.65 
I~  __ aly  312  230  18.25  109  820  13.50 
...... 
5701  6901  Luxembourg  5  0.33  2  0.33 
. Netherlands  209  810  12.26  108  510  13.34  .. 
Total  1  710  Boo 
"  . ··- 100.:..  813  500  100.- ....  -· ~- ' 
~·  ..._  -
1  The  revenues  from  the  CCT  are  1/30th of the  BLEU  revenues. 
..  ' 
. ..  .  ···-·  .,  ·····  '  .  .  .. 
'· 
'  .. 
VI.  Tota'l  customs duties ·collected in the  EEC  Member  States 1  -- .. ·•··  ..  , .. 
1  u  .• a.  = DM  4·  ' 
FF  5;  Lit.  625;  Bfrs.  50 i  Fl.  3.5 
. 
~  .  .  '  -·  -- - -
,., 
"  ....  .  .  .  Financial  y~ar: ..  ---- -Member  State 
I  1965  1966  1967  ·1968  1969  - --- - ,, 
Germany  724  500  694  475  665'825  599  700  644  400 
France  "  486  000  503  200  497  531  416 -500..  380  500 
Italy 
''.  .....  -·  __  .. J.40 ·Boo  345  600  382  646  312  200  218  600 
"  '.' 
BLEU  173  520  171  020  175  329  167  000'  161  000 
i 
"  _·N~therl~ds  229  100  ?30  ..  600  235  294  217  ooo  ·  224 ·'400  .  .....  '  ..  ... - '  ...;...____.;..  -
Total  1  953  920  1  944  89511'956  625  1  712·400  1_q28  400 
I 
..  -· 
1  Including duties  collected up  to  1  July  1968  on  imports  from 
othei Member  States  . 
.  · .. 
..  '  ..  ·  ...... a  =  levies. 
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VII.  Levies  and  su~sector contributions 
for  t~~od_fr~m 1967  to  1270 
b  = sugar sector contributions.  ('000 u.n.) 
-
11968/69  1967/68  76 
11968/69  I  %  %  1969/70  96  weight~ 
Member  'adjusted  ol  7q 
State 
- -
(e)  +  (g) 
(a)  {b)~ 
(d)  (e)  (f)  (g)  (h)  (i) 
- - ----- -
rselgium  a  51.8  8.1  72 .. 2  9.8  72.2  8.9  83.0  9.0  8.9 
b  - - - 3-3  3.6  3·3  3.6  4.9  4.8  4.2  -
75.5 ~  51.8  8.1  75.5  8.3  87.9  8,6  8.4 
Germany  a  184.9  29.0  199.8  '27~2  199.8  24.5  252.0  27.2 I  25.9 
b  - - 29.7  32.4  29.7  32.4  24.0  23.4  27.7 
·-
26.8 l  184.9  29.0  229.5  27.8  229.5  25-3  276.0  26.1 
France  a  41.9  6,6  57.5  7.8  57.5  7.0  61.2 *6.8 
b  ·- - 30.4  33.2  30.4  33.2  48.7  -40.7 
·-
41.9  6.6  87.9  10.6  87.9  9-7  109.9  10.7  10.2 
Italy  a  222.9  34.9  262.5  35-7  342.5  42.0  349.0  37-7  39-7 
b  - - 12.2  13.3  12.2  13-3  11.2  10 •. 9  12.1  - ·-f-·-----f-·--
222.9  34.9  274.7  33.2  354.7  39.1  360.2  35.0  37 .o 
Luxembourg  a  0.6  0.1  0.7  0.1  0.7  0.1  1. 0  0.1  0.1 
b  - - - -
-- -- - - - - - - I  . 
0.6 l 
0.~  0.7  0,1  0.7  0.1  1 .o  0.1  0.1 
Ne tberlands  136.0  21.3  143.1  19~43.1  17.5  180.0  19.4  18.6  a 
b  - - 16.~~·5  26.0  17-5  13.7  13.4  15.3  - -
136.0  21.3 _159·i-tt2~9·~  _.2.?.:_5  193-7  18.8  18.2 
Sub-totals  ~ 1638::  100  735.8  100  '  815.8  100  907.4  100  100 
- 91 . 6 ro  91 . 6 i  1  Q()  102.5  100  100 
Grand total  638.1  1100  I 
827.4  100  907.61100  1 028.7  100  100  a  +  b  ;  I  I 
' 
Notes  on  Table  VII 
As  far  as  possible  this  table  is  based  on  the  Member  States'  revenues 
actual+y reported  for  EAGGF  purposes  or,  failing  these,  on  the  budgetary 
estimates,  more  particularly: 
(i)  For  1967/68  and  1968/69,  on  the  basis of the half-yearly advances; 
(ii)  For  1969/70,  on  the  basis of  the  budset  estimate  (Doc.  R/1866/69  of 
21  October  1969).  .  ..  / ... 
I 
I 
' 
1 
; 
i 
,.  -
"' 
"ti;' 
-1 
I 
l 
I 
'l 
-j 
! 
--1 
l ··') 
.'  ..  ...., 
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The  figures  for  1967/68  are  not  representative,  owing  to the  varying 
methods  of collection and  the  fact  that three  sectors  were  still under 
the  transitional  arrangements  for  the  common  market  organization.  Hence 
the  weighted  average  of  column  (i),  calculated on  the  basis of the  1968/69 
(adjusted)  ~nd 1969/70 periods. 
The  second  1968/69  column  (e)  adds  to  the  levies  in Italy the 
provisional. figures  for  revenues  from  the  milk and  tr.ilk  products,  beef 
and  veal,  and  sugar  sectors  which  were still not  recorded  as  levies and 
qre  estimated  by  the  Commission  at  about  80  million u.a.  in all. 
eeo/•o• I 
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Hcr.1bcr  State 
- .  I  ..  T"  l 
1962  1963  1964 I  1965  1966  1967  I  1968 
·------1----+---;.._··1--·-- ------ ·-~--·-· ·--·----[----·-·-
Germo.ny 
France 
Itnly 
Nether1c,nds 
Belgium 
Luxembourg 
Totn1  EEC 
Member  Stnte  ,_,  __ 
Germnny 
France 
Italy 
Nethcrl.:mds 
Be1giu5t 
Luxel::tbourg 
Totet1  EEC 
88.6  94~4  103.5  113.2  120.2  121.3 
74.4  83.4  92.5  99.2  107.7  115.9 
132.2 
126.6 
43.5  49.9  54.7  58.9  63.7  69.7  74.8 
13.4  14.6  17.2  19.2  20.8  22.9  25.2 
13.0  14.0  15.6  17.1  18.3  19.6  20.9 
0.5  o.5  o~6  0.7  0.7  0.7  o.s 
L  233,4 f5;,8 •  28'r~130;,~-~~-3_:_.~~:::~3-5_0~.·--~-...l.+--·-.3_8-0c51 
Gross  nntionn1  product  o.t  oarket prices 
-----~~---n&J-1%2-:z-8  ____  .z._: __  _ 
------1196211963  1964  1965  1966  196 
·--------·  ----- -·---
~-
38.0 I 36.8  36.4  36.7  36.3  34. 
'  t 
~- 19~~j 
I 
7  3Lr.7 I 
31.9 I 
32.5  32.5  32.2  32.5  33. 
18.6 I 
19.4  19.3  19.1  19.2  19. 
5o?  5.7  6.1  6.2 I 
6.3  6. 
1  33.3 
9  19.7 
5  6.6 
5~6  5.4  5.5  5.6 t  5.5  5. 
0.2  I  0.2  0.2  0.2  0.2  o. 
Gool 
---------
100  100~00  1100 
6  5.5 
2  0.2 
l~_l_j 
:J  '., ,~i·' 